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• PART I.
INTRODUCTION

Until the1960’s,Texasfarm andranchlandwastaxedon its marketvalue—thepricea
buyerwould payfor it in an ordinarymarkettransaction.As Texasbecamemoreurbanized,
however,farm and ranchlandin many casesincreaseddramaticallyin value,especiallyin
developingareas.Evenif a farmerorrancherneverintendedto develophis land,its valuein-
creasedbecauseit couldbe developed.

Concernedthattaxescouldbecomeso high thatfarmersandrancherswould be forcedto
abandonagriculture,votersin 1966approvedthefirst agriculturalappraisallaw. A constitu-
tional amendmentaddedSection1-d to Article VIII oftheconstitution.This sectionprovides
that certainkinds offarm landbe appraisednot attheirmarketvaluebutat theirproductiv-
ity value—avaluebasedsolely on the land’s capacityto produceagriculturalproducts.In
manycases,thisamendmentsubstantiallyreducestaxationoflandthatqualifies.

Section1-d is very restrictive.It appliesonly to landownedby families or individuals.
Agriculturemustbethe owner’sprimaryoccupationandprimary sourceofincome.In early
years,proceduresfor administeringthespecialappraisalvariedwidely.

In 1978,votersagainamendedthe constitution,addinga second,moreliberal, agricultu-
ral appraisallaw, Section 1-d-1,that substantiallyexpandedeligibility for productivityap-
praisal.Corporationsaswell asindividualsmayquali1~runder1-d-1.Theincomeandoccupa-
tion testsdon’t apply,and thenew law alsoappliesto timber land.(TheStatePropertyTax
Boardpublishesa separatemanual—Guidelinesfor theValuationofTimberland—describing
application,qualification,appraisal,androllback proceduresfortimberland.)Thenewconsti-
tutional amendmenttook effectin 1979.In enactingthePropertyTax Codethat sameyear,
thelegislatureadoptedSecs.23.51-23.57,implementingSection1-d-1.

The PropertyTax Codeassignsmostagriculturalappraisalresponsibilitiesto the chief
appraiser.However,Sections23.41and 23.52oftheTax CodedirecttheStatePropertyTax
Board(SPTB)to developagriculturalappraisalmanualsfor both 1-d and1-d-1 landanddis-
tributethemto appraisaldistricts.Section23.52oftheTaxCodealsodirectstheSPTBto de-
velopproceduresforverif~ringthat landqualifiesfor agriculturalappraisal.

This manualsetsout both appraisalproceduresandeligibility requirements.Themeth-
ods describedin themanualare required;appraisaldistricts are requiredby law to follow
them. Examplesand figures are illustrative and not mandatory.This manualhasbeen
adoptedundertheboard’snile-makingpower.A committeecomposedof theGovernor,the
Comptroller,theAttorneyGeneral,theAgriculture Commissioner,andtheCommissionerof

SectIon 23.41(b), Property Tax Code. AppraIsal, space land, and each appraisal office shall use the ap-

(b) The State Property Tax Board shall promulgate rules praisal manuals in appraising qualified open-space land.
to The State Property Tax Board by rule shall develop andspecifying the methods to apply and the Procedures the appraisal office shall enforce procedures to verify

use in appraising land designated for agricultural use. that land meets the conditions contained in Subdivision

SectIon 23.52(d). AppraIsal of QualIfIed AgrIcultural (1) of Section 23.51 of this code. The rules, before taking
Land. effect, must be approved by a majority vote of a commit-

tee comprised of the following officials or their design-
(d) The State Property Tax Board by rule shall develop ees: the governor, the comptroller, the attorney general,
and distribute to each appraisal office appraisal manuals the agricufture commissioner, and the Commissioner of
setting forth this method of appraising qualified open- the General Land Offioc.
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the Genera]LandOffice hasapprovedit. Themanualcontainssix parts:

I. Introduction: an overviewof the lawsandintroductionto themanual

II. Qualification of Land:qualification standardsand applicationproceduresunder

thenewerSection1-d-1 laws
III. Agricultural AppraisalProcess:methodsandproceduresfor appraisinglandun-
der Section1-d-1 laws

W.Rollback Taxeson 1-d-1Land:whenland’seligibility endsunder the Section1-d-1
laws,andproceduresfor calculatingarollback tax

V. Agricultural Appraisal under Section 1-d:qualification standards,application,
androllbackproceduresundertheolder laws

VI. Appendices,Figures,andForms:Questionsandanswers,textof the agricultural
appraisallaws, descriptionof the owner-operatorbudgetmethod,an exampleshowing
howto developan agriculturalappraisalsystem,andmodelforms.

THE AGRICULTURAL APPRAISAL LAWS

Theagriculturalappraisallawshavea numberofpopularnames.ThenewSection1-d-1
laws(Art. VIII, Sec.1-d-1,TexasConstitution,andSecs.23.51-23.57,PropertyTaxCode)are
oftencalled“open-space”laws,becausethe sectionsusetheterm“open-spaceland.” Theyare
oftenalso called1-d-1 laws,afterthenumberof the sectionof the constitution.Because95
percentormoreoftheeligible landin Texasnow qualifiesunderthenewerlaw, thismanual
emphasizesits proceduresandrequirements.Theolder lawsarestill in effect, andoccasion-
ally landdoesqualifyunderthem.Theselawsareoftencalled“ag-use”or1-d laws(Art. VIII,
Sec. 1-d, TexasConstitution,and Secs.23.41-23.46,PropertyTax Code). In this manual,
whenwe refer to a procedureunderthe olderlaw, we will refer to it as1-d, 1-d agricultural
appraisal,or1-d productivityvaluationto distinguishit from thenewer1-d-1procedures.

Thespecialappraisaltechniquealsohasseveralpopularnames,includingproductivity
appraisal,specialappraisal,andagriculturalappraisal.We will usethetermagriculturalap-
praisalorproductivityvaluationthroughoutthemanual.

Severalelementsarecommonto both laws:
~ A propertyownermustapply for agriculturalappraisal.The ownermustfile a spe-

cial form with theappraisaldistrictbeforethedeadline.
C Theagriculturalappraisalappliesonly to land,fences,andcertainappurtenances.It

doesn’tapplyto improvementsorequipment.
C Thechiefappraisermustacton eachapplicationhe receivesandnotify theproperty

ownerif he deniestheapplicationorneedsmoreinformation.
C A propertyownermayappealdenialofagriculturalappraisalandachangeofusede-

terminationto theappraisalreviewboard.
• Land that receivesagriculturalappraisalis subjectto a tax penalty(the “rollback

tax”) whentakenoutof agriculturaluse.Landappraisedunder1-dis alsosubjectto a
rollbackif it is soldor otherwisetransferredto anewowner.

Therearealsosomekey differencesin thetwo laws:

• 1-d requiresthepropertyowner to reapplyeveryyear.1-d-1 requiresreapplication
only whenthepropertychangesownershipor agricultural-useclassor whenthe chief
appraiserrequiresanewapplication.

• 1-d requiresthe propertyownerto be an individual. 1-d-1 allows both individuals
andcorporationsto qualify.
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• 1-d requiresthatagriculturebe the owner’sprimaryoccupationandprincipal source
of income.The propertyownermustshowthatagricultureis conductedfor profit. 1-d-
1 has no occupation,income,or profit requirements.Instead,it focuseson whether
the landis usedto the degreeof intensitytypical in the areafor aparticularagricul-
tural enterprise.

• 1-d requiresthatlandbe devotedprincipally to agriculturefor the threeyearsimme-
diately precedingqualification. 1-d-1 requiresdevotionprincipally to agriculturefor
five ofthe sevenprecedingyears.

• 1-d requiresarollback tax whenthe propertyis takenout of agriculturaluseor when
it is sold. The rollbackrecapturestaxesfor the threepreceedingyears.1-d-1requires
a rollback tax only whenagricultural operationsceaseor theusechanges,andthe
rollback recapturestaxesfor thefive precedingyears.

Therolesoftaxofficials arethesameunderbothlaws.
Thechiefappraiser:

• createsa landclassificationsystemcoveringeachtypeof agriculturallandtypical in
thedistrict;

• calculatestypical net income,basedon a varietyof sources,for prudentlymanaged
agriculturaloperations;

• determineslanduseanddegreeofintensitystandardsfor qualifying land;
• providesapplicationsandactsseparatelyon eachagriculturalappraisalapplication;
• determinesif andwhena changeofuseoccursandsendsnoticeofthedetermination

to the propertyowner;
• appraiseseachpropertyandpreparesappraisalrecordslisting information on agri-

culturalproperty;and
• notifies thepropertyownerof theappraisaldistrict’s actionsif thePropertyTax Code

requiresit.

Thetaxassessor:

• calculatestaxeson theproperty;
• deliverstax bills asusual;and
• calculatesanddeliversarollbacktaxbill whentherollback taxbecomesdue.
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